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OFFICE  OF  MANAGEMENT  AND 
BUDGET 

Office  of  Federal  Procurement  Policy 

Profit  and  Fee  Negotiation  Objectives 

agency:  Office  of  Federal  Procurement 
Policy,  Office  of  Management  and 
Budget. 

ACTION:  Policy  directive. 

SUMMARY:  This  directive  sets  forth 
policies  for  establishing  the  profit  or  fee 
portion  of  the  government's 
prenegotiation  objective  in  acquisitions 
which  require  cost  analysis.  The 
General  Services  Administration  is  to 
implement  this  policy  directive  within 
120  days  of  the  effective  date  of  the 
Policy  Letter  by  revisions  to  the  Federal 
Procurement  Regulations  (FPR),  for 
compliance  by  executive  departments 
and  establishments  subject  to  the  FPR. 
The  Defense  Acquisition  Regulation 
(DAR),  and  the  National  Aeronautics 
and  Space  Administration  Procurement 
Regulation  (NASA  PR)  are  also  to  be 
amended  as  necessary  within  the  same 
time  frame  to  implement  these  policies. 
The  policy  directive  also  requires  those 
agencies  with  large  procurement 
programs  to  adopt  by  January  1, 1982  a 
structured  approach  for  deteiToining 
profit  and  fee  objectives.  Ending 
adoption  of  a  structured  approach,  or  in 
situations  where  the  structured 
approach  is  not  applicable,  specific 
profit  or  fee  analysis  factors  are 
prescribed  for  consideration.  In 
addition,  the  directive  sets  forth  a 
uniform  cost  principle  for  contracts  with 
commercial  organizations  pertaining  to 
facilities  capital  cost  of  money. 
Clarification  of  issues  concerning  this 
imputed  cost  is  set  forth  in  this  notice 
and  the  policy  directive. 

EFFECTIVE  DATE:  January  9, 1981. 

FOR  FURTHER  INFORMATION  CONTACT: 
Conroy  B.  Johnson,  Deputy  Associate 
Administrator  for  Regulatory  Policies 
and  Practices,  (202)  395-6160. 
SUPPLEMENTARY  INFORMATION: 

(1)  Background 

This  policy  directive  is  the  outgrowth 
of  material  published  for  comment  in  44 
FR  76828  December  28, 1979. 
Background  data  concerning  the  need 
for,  and  earlier  efforts  directed  at 
development  of,  a  uniform  procurement 
policy  governing  the  establishment  of 
profit  and  fee  negotiation  objectives  are 
set  forth  in  that  notice.  The  comments 
received  as  a  result  of  the  Federal 
Register  notice  are  available  for  public 
review. 

OFPP  takes  this  opportunity  to 
express  its  appreciation  for  the  helpful 


suggestions  and  criticisms  which  the 
commentors  furnished.  These  have 
resulted  in  a  munber  of  changes  to  the 
policy  directive.  The  comments  below 
summarize  the  more  significant  issues 
and  changes. 

(2)  Federal  Acquisition  Regulation 
Coverage 

The  Office  of  Federal  Procurement 
Policy  (OFPP)  has  under  development  a 
uniform  Federal  Acquisition  Regulation 
(FAR).  OFPP  had  intended  to 
promulgate  the  coverage  set  forth  in  this 
policy  directive  as  segments  of  the  FAR. 
Several  commentors  advised  against 
piecemeal  promulgation  of  the  FAR. 
OFPP  agrees.  The  regulatory’  material 
will  be  issued  as  an  OFPP  Policy  Letter 
for  implementation  in  the  FPR,  DAR  and 
NASA  PR,  The  FAR  coverage  of  this 
material  should  not  result  in  any 
substantive  changes. 

(3)  Structured  Approach 

A  number  of  commentors  expressed 
disappointment  in  that  a  common 
structured  approach  was  not  being 
prescribed  for  Government-wide  use.  As 
noted  in  44  FR  76828,  differences  in 
agencies'  missions  and  marketplace 
environments  preclude  this  for  now. 
However,  as  additional  experience  is 
acquired  in  the  application  and  use  of 
structured  approaches  for  determining 
prenegotiation  profit  and  fee  objectives, 
OFPP  will  consider  the  practicability  of 
promulgating  a  common  structured 
approach. 

(4)  Facilities  Capital  Cost  of  Money 

By  far  the  most  controversial  issue 
was  whether  the  imputed  cost  of 
facilities  capital  employed  in  contract 
performance  (i.e..  Cost  Accounting 
Standard  No.  414)  should  be  uniformly 
h’cated  as  an  allowable  cost  with 
respect  to  contracts  with  commercial 
organizations.  Those  favoring  the 
allowability  of  this  imputed  cost  cited 
uniformity  as  their  reason.  Those 
opposed  stated  that  the  prinary  purpose 
in  applying  such  a  cost  principle  was  to 
promote  facilities  investments  which  is 
a  consideration  not  particularly  germane 
to  their  agency’s  mission.  Presently,  only 
the  Department  of  Defense  and  NASA 
have  elected  to  make  this  cost 
allowable. 

OFPP  is  persuaded  to  recognize 
facilities  capital  cost  of  money 
uniformly  as  allowable.  Prior  to  this 
refinement  in  cost  accounting  practices 
the  cost  of  money  of  facilities  capital 
was  included  in  profits  and  fees. 
Therefore,  it  is  necessary  to  ensure  that 
contractors  are  not  compensated  for 
facilities  capital  cost  of  money  both  as  a 
direct  or  indirect  cost  and  in  profits  and 


fees.  This  need  was  recognized  in  the 
Cost  Accounting  Standards  Board’s 
comments  pertaining  to  Cost  Accounting 
Standard  No.  414  (see  41  FR  22241,  June 
2, 1976)  and  Senator  Proxmire’s  views 
expressed  in  his  letter  of  May  27, 1976  to 
the  Secretary  of  Defense.  This  will  be 
accomplished  by  means  of  offsets;  that 
is,  (i)  by  using  a  dollar-for-dollar  offset 
in  ^e  Government’s  prenegotiation 
profit  or  fee  objective,  or  (ii)  by 
incorporating  a  common  offset  factor 
under  an  agency’s  structured  approach. 
However,  an  offset  may  not  be 
necessary  where  the  profit  rates  applied 
to  the  profit  analysis  factors  under  an 
agency’s  structured  approach  take  into 
account  the  allowability  of  facilities 
capital  cost  of  money. 

The  end  results  might  be  relatively 
meaningless  if  there  were  no  further 
consideration  of  facilities  capital  to  be 
employed  in  contract  performance.  For 
this  reason,  a  specific  profit/fee  analysis 
factor  for  facilities  is  prescribed.  Use  of 
this  factor  is  intended  to  result  in  profit 
and  fee  differentials  depending  on  the 
levels  of  capital  investments  required 
for  contract  performance. 

(5)  Contents  of  Policy  Letter 

The  Policy  Letter  has  been  expanded 
to  include  coverage  regarding  agency 
responsibility  which  was  formerly  set 
forth  in  the  regulatory  coverage.  Also, 
the  example  of  a  structured  approach 
was  deleted  from  the  regulatory 
coverage.  In  lieu  thereof,  the  Policy 
Letter  cites  agency  procurement 
regulations  where  examples  of 
structured  approaches  can  be  found. 
These  changes  make  for  a  better 
division  of  policy  direction  to  the 
agencies  and  regulatory  material  for 
inclusion  in  procurement  regulations. 

(6)  Terminology 

Several  commentors  noted  that  the 
term  "mark-up"  should  be  substituted 
for  profit  and  fee.  OFPP  agrees  that 
"mark-up”  better  describes  the  context 
wherein  the  terms  profit  and  fee  have 
historically  been  employed  for  contract 
pricing  purposes.  However,  there  are 
various  statutes  and  contract  types 
which  also  use  the  terms  "profit”  or 
"fee.”  Since  it  is  impractical,  at  least  for 
now,  to  change  these,  a  preamble  to  the 
regulatory  coverage  is  set  forth  to 
explain  the  meaning  of  profit  and  fee  as 
used  for  contract  pricing  purposes. 

(7)  Profit  and  Fee  Analysis  Factors 

The  common  analysis  factors  have 
been  extended  to  include  (1)  capital 
investments,  (2)  cost-control  and  other 
past  accomplishments,  and  (3) 
independent  development.  These  were 
initially  proposed  as  optional  factors  for 
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consideration.  OFPP  concluded  that 
these  factors  should  be  considered 
whenever  present  along  with  the  factors 
for  contractor  effort,  risk,  and  Federal 
socio-economic  programs.  Also,  past 
performance  was  added  as  an 
additional  aspect  of  cost-control 
accomplishments  and  the  capital 
investment  factor  now  encompasses 
both  facilities  and  operating  capital. 

OFPP  recognizes  that  the  inclusion  of 
additional  mandatory  factors  may 
necessitate  some  changes  to  existing 
structured  approaches  agencies  have 
prescribed  for  determining  profit  and  fee 
negotiation  objectives.  However,  these 
additions  will  be  meaningful  in  tailoring 
the  profit  and  fee  objectives  to 
individual  procurement  situations  and 
help  foster  efficient  and  economical 
performance  of  agency  missions  through 
profit  motivation. 

Executive  Office  of  the  President, 

Office  of  Management  and  Budget, 
Washington,  D.C.,  December  9, 1980. 
OFPP  Policy  Letter  80-7. 

To:  The  heads  of  Executive  Departments 
and  Establishments. 

Subject:  Policies  for  establishing  the 
profit  or  fee  prenegotiation 
objective. 

Government  procurement  policy 
should  be  uniform  and  consistent  in 
application.  This  directive  sets  forth  (1) 
uniform  policies  for  establishing  the 
profit  or  fee  portion  of  the  Government 
prenegotiation  objective  (Appendix  A), 
(2)  a  facilities  capital  cost-of-money  cost 
principle  for  contracts  with  commercial 
organizations  (Appendix  B),  and  (3) 
interim  guidance  (Attachment  1  to 
Appendix  B],  to  assist  civil  agencies  in 
applying  Appendix  B.  GSA  is  requested 
to  implement  this  directive  within  120 
days  of  its  effective  date  by  revisions  to 
the  FPR,  for  compliance  by  executive 
departments  and  establishments. 
Executing  this  task  will  involve,  among 
other  things,  rescinding  FPR  Temporary 
Regulation  No.  40.  DOD  and  NASA  are 
requested  to  amend  the  DAR  and  the 
NASA  PR  within  the  same  period  as 
necessary  to  implement  these  policies. 

Unless  exempt  or  granted  an 
extension,  each  agency  shall  adopt,  no 
later  than  January  1, 1982,  a  structured 
approach  for  determining  the  profit  or 
fee  portion  of  the  Government 
prenegotiation  objective  in  acquisitions 
requiring  cost  analysis.  Each  agency 
approach  shall  be  (1)  conceptually 
sound,  (2)  practicable  to  apply,  (3) 
equitable  to  both  the  Government  and 
its  suppliers  in  the  market  environment 
from  which  the  agency  draws  its  sources 
of  supplies  and  services,  and  (4) 
consistent  with  Appendix  A. 


Agencies  may  request  from  OFPP  an 
extension  of  up  to  12  months  if  it  is 
considered  necessary  for  testing  and 
refining  the  structured  approach. 
Agencies  that  awarded  a  total  of  less 
than  $50  million  in  noncompetitive 
contracts  over  $100,000  during  their  most 
recently  completed  fiscal  year  are  not 
required  to  adopt  a  structured  approach 
for  the  succeeding  fiscal  year  but  may 
do  so  if  they  wish. 

The  structured  approach  an  agency 
adopts  shall  allow  the  tailoring  of  profit 
or  fee  on  an  individual  contract  to  fit  the 
particular  circumstanes  of  that  contract. 
The  agency’s  implementation  may 
include  specific  exemptions  for 
situations  in  which  mandatory  use  of  its 
structured  approach  would  be  clearly 
inappropriate. 

Agencies  are  encouraged  to  adopt  a 
weighted-guidelines  approach  but  may 
prescribe  another  structured  approach  if 
it  incorporates  a  logic  and  rationale 
similar  to  that  of  the  weighted- 
guidelines  method,  examples  of  which 
can  be  found  in  DAR  3-808  (see  DAC 
#76-23,  dated  26  February  1980),  NASA 
PR  3.808,  and  DOE-PR  9-3.808-50. 

Before  (1)  adopting  procedures  for 
determining  profit  or  fee  prenegotiation 
objectives  or  (2)  making  any  substantive 
changes  to  such  procedures,  agencies 
shall  make  the  proposed  procedures  or 
changes  available  to  interested  parties 
for  comment.  Agencies  with  established 
procedures  adopted  before  the  effective 
date  of  this  policy  letter  that  are 
consistent  with,  or  require  only  minor 
refinements  to  be  consistent  with. 
Appendix  A  need  not  make  them 
available  for  comment.  Any 
modifications  required  to  existing 
structured  approaches  shall  be 
accomplished  by  January  1, 1982. 

Instead  of  independently  establishing 
its  own  structured  approach,  an  agency 
may  adopt  another  agency’s  approach  if 
that  approach  is  consistent  with,  or  is 
appropriately  modified  to  be  consistent 
with.  Appendix  A.  The  agency  shall 
publish  for  public  comment  notice  of  its 
intent  to  adopt  another  agency’s 
procedures,  specifying  any  changes  to 
the  adopted  approach  other  than  agency 
identification. 

Each  agency  shall  give  OFPP  a  copy 
of  (1)  its  regulations  implementing  this 
policy  letter  and  (2)  any  future  changes. 

Effective  Date.  This  policy  letter  is 
effective  January  9, 1981,  and  shall 
remain  in  effect  until  issuance  of  the 
FAR  or  until  January  1, 1984,  whichever 
occurs  earlier. 


Concurrence.  This  policy  letter  has 
the  concurrence  of  the  Director  of  the 
Office  of  Management  and  Budget. 

Karen  Hastie  Williams, 

Administrator. 

Appendix  A:  Profit  or  Fee 
Prenegotiation  Objective. 

Appendix  B:  Facilities  Capital  Cost-of- 
Money  Cost  Principle  for  Contracts  with 
Commercial  Organizations,  with 
Attachment  1. 

Appendix  A — ^Profit  or  Fee 
Prenegotiation  Objective 

1.  Profit  or  Fee 

(a)  Fundamental  to  an  understanding 
of  profit  policy  is  the  fact  that  profit  or 
fee  prenegotiation  objectives  do  not 
necessarily  represent  net  income  to 
contractors.  Rather,  they  represent  the 
potential  remuneration  contractors  may 
receive  for  contract  performance.  This 
remuneration  and  the  Government’s 
estimate  of  allowable  costs  to  be 
incurred  in  contract  performance 
together  equal  the  Government’s  total 
prenegotiation  objective.  Just  as  actual 
costs  may  vary  from  estimated  costs,  the 
contractor’s  actual  profit  may  also  vary 
from  negotiated  profit  or  fee.  as  a  result 
of  such  factors  as  efficiency  of 
performance,  incurrence  of  costs  the 
Government  does  not  recognize  as 
allowable,  complexity  of  work,  or 
contingencies. 

(b)  It  is  in  the  Government’s  interest 
to  offer  contractors  opportunities  for 
financial  rewards  sufficient  to  (1) 
stimulate  efficient  contract  performance, 

(2)  attract  the  best  capabilities  of 
qualified  large  and  small  business 
concerns  to  Government  contracts,  and 

(3)  maintain  a  viable  industrial  base. 

(c)  Both  the  Government  and 
contractors  should  be  concerned  with 
profit  as  a  motivator  of  efficient  and 
effective  contract  performance. 
Negotiations  aimed  merely  at  reducing 
prices  by  reducing  profit,  without  proper 
recognition  of  the  fimction  of  profit,  are 
not  in  the  Government’s  best  interest. 
Negotiation  of  extremely  low  profits,  use 
of  historical  averages,  or  automatic 
application  of  predetermined 
percentages  to  total  estimated  costs  do 
not  provide  proper  motivation  for 
optimum  contract  performance. 
Therefore,  agencies  shall  not  (1) 
establish  ceilings  on  profits  or  fees,  (2) 
create  administrative  procedures  that 
could  be  represented  to  contractors  as 
de  facto  ceilings,  or  (3)  otherwise  unduly 
constrain  the  application  of  judgment  in 
negotiating  fair  and  reasonable  prices 
(but  see  paragraph  2.  (ej). 

(d)  Structured  approachs  for 
determining  profit  or  fee  prenegotiation 
objectives  provide  a  discipline  for 
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ensuring  that  all  relevant  factors  are 
considered.  Each  agency  making 
noncompetitive  contract  awards  over 
$100,000  totaling  $50  million  or  more  a 
year — 

(1)  Shall  prescribe  a  structured 
approach  for  determining  the  profit  or 
fee  objective  in  those  acquisitions  that 
require  cost  analysis; 

(2)  May  prescribe  specific  exemptions 
for  situations  in  which  mandatory  use  of 
a  structured  approach  would  be  clearly 
in  appropriate;  and 

(3)  Shall  exercise  management 
oversight  to  ensure  that  the  agency’s 
approach  is  appropriately  structured 
and  applied. 

(e)  (1)  Cost  Accounting  Standard 
(CAS)  414  (Cost  of  Money  as  an  Element 
of  the  Cost  of  Facilities  Capital) 
provides  a  means  of  allocating  to 
individual  contracts  an  imputed  cost  of 
facilities  capital  employed,  making  it 
practical  for  the  Government  to 
differentiate  among  contracts  with 
respect  to  the  level  of  contractor- 
furnished  facilities  to  be  employed  in 
contract  performance.  This  imputed  cost 
is  an  allowable  cost  under  contracts 
subject  to  the  cost  principles  for 
commercial  organizations  (see 
Appendix  B). 

(2)  Agencies  shall  ensure  that 
contractors  are  not  compensated  for 
facilities  capital  cost  of  money  both  as  a 
direct  or  indirect  cost  and  in  profit  or 
fee.  Before  the  allowability  of  facilities 
capital  cost  of  money,  this  cost  was 
included  in  profits  and  fees.  Therefore, 
profit  and  fee  prenegotiation  objectives 
shall  be  reduced  if  necessary  to  reflect 
this  refinement  in  cost  accounting 
practices.  This  reduction  may  be 
accomplished  by  means  of  offsets;  that 
is,  by  (i)  using  a  dollar-for-dollar  offset 
in  the  Government’s  prenegotiation 
profit  or  fee  objective  or  (ii) 
incorporating  a  common  offset  factor 
under  an  agency’s  structured  approach. 
No  offset  is  necessary  when  the  profit 
rates  applied  to  the  profit  analysis 
factors  under  an  agency’s  structured 
approach  already  take  into  account  the 
allowability  of  facilities  capital  cost  of 
money. 

(3)  When  a  prospective  contractor 
does  not  propose  or  identify  facilities 
capital  cost  of  money  in  a  proposal  for  a 
contract  under  which  this  cost  could  be 
allowed,  it  is  presumed  that 
consideration  for  facilities  capital  to  the 
employed  in  contract  performance  is 
included,  but  not  identified,  in  the 
contractor’s  profit  or  fee  objective. 
Accordingly,  the  contractor  may  not 
later  claim  this  cost  as  allowable  (see 
paragraph  2.(c)  below). 


2.  Contracting  Officer  Responsibilities 

(a)  When  the  price  negotiation  is  not 
based  on  cost  analysis,  contracting 
officers  are  not  required  to  analyze 
profit. 

(b)  When  the  price  negotiation  is 
based  on  cost  analysis,  contracting 
officers  in  agencies  that  have  a 
structured  approach  shall  analyze  profit, 
using  their  agency’s  structured  approach 
except  as  specifically  exempted  under 
the  agency’s  procedure.  When  not  using 
a  structured  approach  (because  the 
agency  does  not  have  one  or  because  a 
specific  exemption  applies),  contracting 
officers  shall  comply  with  paragraph 

3. (a)  below  in  developing  profit  or  fee 
prenegotiation  objectives. 

(c)  Contracting  officers  shall  use  the 
Government  prenegotiation  cost 
objective  amounts  as  the  basis  for 
calculating  the  profit  or  fee 
prenegotiation  objective.  Before 
applying  profit  or  fee  factors,  the 
contracting  officer  shall  exclude  any 
facilities  capital  cost  of  money  included 
in  the  cost  objective  amounts.  If  the 
prospective  contractor  fails  to  identify 
or  propose  facilities  capital  cost  of 
money  in  a  proposal  for  a  contract  that 
will  be  subject  to  the  cost  principles  for 
commercial  organizations,  the 
contracting  officer  shall  include  the 
following  clause  in  the  resulting 
contract; 

Waiver  of  Facilities  Capital  Cost  of  Money 
(1980  Oct) 

The  Contractor  is  aware  that  facilities 
capital  cost  of  money  is  an  allowable  cost  but 
waives  the  right  to  claim  it  under  this 
contract. 

(d)  Contracting  officers  are  not 
required  to  use  an  overall  profit  or  fee 
objective  higher  than  that  proposed  by 
the  prospective  contractor. 

(e)  (1)  The  contracting  officer  shall  not 
negotiate  a  price  or  fee  that  exceeds  the 
following  statutory  limitations,  imposed 
by  10  U.S.C.  2306(d)  and  41  U.S.C. 

254(b): 

(i)  For  experimental,  developmental, 
or  research  work  performed  under  a 
cost-plus  fixed-fee  contract — the  fee 
shall  not  exceed  15  percent  of  the 
contract’s  estimate  cost,  excluding  fee. 

(ii)  For  architect-engineering  services 
for  public  works  or  utilities — the 
contract  price  or  the  estimated  cost  and 
fee  for  production  and  delivery  of 
designs,  plans,  drawings,  and 
specifications  shall  not  exceed  6  percent 
of  the  estimated  cost  of  the  public  work 
or  utility,  excluding  fees. 

(iii)  For  other  cost-plus-fixed-fee 
contracts — the  fee  shall  not  exceed  10 
percent  of  the  contract’s  estimated  cost, 
excluding  fee. 


(2)  The  limitations  in  subdivisions  (i) 
and  (iii)  above  shall  apply  also  to  the 
maximum  fees  on  cost-plus-incentive- 
fee  and  cost-plus-award-fee  contracts. 
The  agency  head  or  designee  may  waive 
the  maximum-fee  limitation  for  a 
specific  cost-plus-incentive-fee  or  cost- 
plus-award-fee  contract, 

(f)  The  contracting  officer  shall  not 
require  any  prospective  contractor  to 
submit  details  of  its  profit  or  fee 
objective  but  shall  consider  them  if  they 
are  submitted  voluntarily. 

(g)  If  a  change  or  modification  (1)  calls 
for  essentially  the  same  type  and  mix  of 
work  as  the  basic  contract  or  (2)  is  of 
relatively  small  dollar  value  compared 
to  the  total  contract  value,  the 
contracting  officer  may  use  the  basic 
contract’s  profit  or  fee  rate  as  the 
prenegotiation  objective  for  that  change 
or  modification. 

3.  Profit-Analysis  Factors 

(a)  Common  factors.  Unless  it  is 
clearly  inappropriate  or  not  applicable, 
each  factor  outlined  in  subparagraphs 
(1)  through  (6)  following  shall  be 
considered  by  agencies  in  developing 
their  structured  approaches  and  by 
contracting  officers  in  analyzing  profit 
when  not  using  a  structured  approach. 

(1)  Contractor  effort.  This  factor 
measures  the  complexity  of  the  work 
and  the  resources  required  of  the 
prospective  contractor  for  contract 
performance.  Greater  profit  opportunity 
should  be  provided  under  contracts 
requiring  a  high  degree  of  professional 
and  managerial  skill  and  to  prospective 
contractors  whose  skills,  facilities,  and 
technical  assets  can  be  expected  to  lead 
to  efficient  and  economical  contract 
performance.  Subfactors  (i)  through  (iv) 
following  shall  be  considered  in 
determining  contractor  effort,  but  they 
may  be  modified  in  specific  situations  to 
accommodate  differences  in  the 
categories  used  by  prospective 
contractors  for  listing  costs: 

(i)  Material  acquisition.  This 
subfactor  measures  the  managerial  and 
technical  effort  needed  to  obtain  the 
required  purchased  parts  and  material, 
subcontracted  items,  and  special  tooling. 
Considerations  include  (A)  the 
complexity  of  the  items  required,  (B)  the 
number  of  purchase  orders  and 
subcontracts  to  be  awarded  and 
administered,  (C)  whether  established 
sources  are  available  or  new  or  second 
sources  must  be  developed,  and  (D) 
whether  material  will  be  obtained 
through  routine  purchase  orders  or 
through  complex  subcontracts  requiring 
detailed  specifications.  Profit 
consideration  should  correspond  to  the 
managerial  and  technical  effort 
involved. 
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(ii)  Conversion  direct  labor.  This 
subfactor  measures  the  contribution  of 
direct  engineering,  manufacturing,  and 
other  labor  to  converting  the  raw 
materials,  data,  and  subcontracted  items 
into  the  contract  iteips.  Considerations 
include  the  diversity  of  engineering, 
scientific,  and  manufacturing  labor  skills 
required  and  the  amount  and  quality  of 
supervision  and  coordination  needed  to 
perform  the  contract  task. 

(iii)  Conversion-related  indirect  costs. 
This  subfactor  measures  how  much  the 
indirect  costs  contribute  to  contract 
performance.  The  labor  elements  in  the 
allocable  indirect  costs  should  be  given 
the  profit  consideration  they  would 
receive  if  treated  as  direct  labor.  The 
other  elements  of  indirect  costs  should 
be  evaluated  to  determine  whether  they 
(A)  merit  only  limited  profit 
consideration  because  of  their  routine 
nature  or  (B)  are  elements  that 
contribute  significantly  to  the  proposed 
contract. 

(iv)  General  management.  This 
subfactor  measures  the  prospective 
contractor’s  other  indirect  costs  and 
general  and  administrative  (G&A) 
expense,  their  composition,  and  how 
much  they  contribute  to  contract 
performance.  Considerations  include  (A) 
how  labor  in  the  overhead  pools  would 
be  treated  if  it  were  direct  labor.  (B) 
whether  elements  within  the  pools  are 
routine  expenses  or  instead  are 
elements  that  contribute  significantly  to 
the  proposed  contract,  and  (C)  whether 
the  elements  require  routine  as  opposed 
to  unusual  managerial  effort  and 
attention. 

(2)  Contract  cost  risk,  (i)  This  factor 
measures  the  degree  of  cost 
responsibility  and  associated  risk  that 
the  prospective  contractor  will  assume 
(A)  as  a  result  of  the  contract  type 
contemplated  and  (B)  considering  the 
reliability  of  the  cost  estimate  in  relation 
to  the  complexity  and  duration  of  the 
contract  task.  Determination  of  contract 
type  should  be  closely  related  to  the 
risks  involved  in  timely,  cost-effective, 
and  efficient  performance.  This  factor 
should  compensate  contractors 
proportionately  for  assuming  greater 
cost  risks. 

(ii)  The  contractor  assumes  the 
greatest  cost  risk  in  a  closely  priced 
firm-fixed-price  contract  under  which  it 
agrees  to  perform  a  complex 
undertaking  on  time  and  at  a 
predetermined  price.  Some  firm-fixed- 
price  contracts  may  entail  substantially 
less  cost  risk  than  others  because,  for 
example,  the  contract  task  is  less 
complex  or  many  of  the  contractor’s 
costs  are  known  at  the  time  of  price 
agreement,  in  which  case  the  risk  factor 
should  be  reduced  accordingly.  The 


contractor  assumes  the  least  cost  risk  in 
a  cost-plus-fixed-fee  level-of-effort 
contract,  under  which  it  is  reimbursed 
those  costs  determined  to  be  allocable 
and  allowable,  plus  the  fixed  fee. 

(iii)  In  evaluating  assumption  of  cost 
risk,  contracting  officers  shall,  except  in 
imusual  circumstances,  treat  time-and- 
materials,  labor-hour,  and  fixed-price 
level-of-effort  contracts  as  cost-plus- 
fixed-fee  contracts. 

(3)  Federal  socioeconomic  programs. 
'This  factor  measures  the  degree  of 
support  given  by  the  prospective 
contractor  to  Federal  socioeconomic 
programs,  such  as  those  involving  small 
business  concerns,  small  business 
concerns  owned  and  controlled  by 
socially  and  economically 
disadvantaged  individuals,  handicapped 
sheltered  workshops,  labor  surplus 
areas,  and  energy  conservation.  Greater 
profit  opportunity  should  be  provided 
under  contracts  with  contractors 
adhering  to  the  spirit  and  intent  of  these 
programs. 

(4)  Capital  investments.  This  factor 
takes  into  account  the  contribution  of 
contractor  investments  to  efficient  and 
economical  contract  performance.  The 
following  subfactors  shall  be  considered 
in  the  analysis: 

(i)  Facilities.  ’This  subfactor,  which 
may  be  either  a  negative  or  a  positive 
consideration,  includes  consideration  of 
the  equipment’s  and  facilities’  (A)  age, 

(B)  undepreciated  value,  (C)  cost- 
effectiveness,  (D)  general  or  special 
purpose,  and  (E)  remaining  life 
compared  with  the  length  of  the 
contemplated  program.  Also  to  be 
considered  are  any  undue  reliance  on 
Government-owned  facilities  and 
equipment,  any  contractor  failure  to 
provide  the  kinds  or  quantities  of 
facilities  required  for  efficient  contract 
performance,  and  any  special  contract 
provisions  that  will  affect  the 
contractor’s  facilities  capital  investment 
risk.  When  applicable,  the  prospective 
contractor’s  computation  of  facilities 
capital  cost  of  money  for  pricing 
purposes  under  CAS  414  (see  Appendix 
B)  can  help  the  contracting  officer 
identify  the  level  of  facilities  investment 
to  be  employed  in  contract  performance. 

(ii)  Operating  capital.  This  subfactor 
includes  consideration  of  the  level  of  the 
contractor’s  operating  capital 
investment  required  for  effective 
contract  performance.  This  level  will 
vary,  depending  on  such  circumstances 
as  (A)  the  nature  of  the  work  and 
duration  of  the  contract,  (B)  contract 
type  and  dollar  magnitude,  (C)  the 
reimbursement  or  progress  payment 
rate,  (D)  the  contractor’s  financial 
management  practices,  and  (E)  the 
frequency  of  and  time  lag  between 


billings  and  Government  payments. 

Such  circumstances  should  be  taken  into 
account  in  determining  what  profit 
adjustment,  if  any,  is  appropriate  under 
this  subfactor. 

(5)  Cost-control  and  other  past 
accomplishments.  This  factor  allows 
additional  profit  opportimities  to  a 
prospective  contractor  that  has 
previously  demonstrated  its  ability  to 
perform  similar  tasks  effectively  and 
economically.  In  addition,  consideration 
should  be  given  to  (i)  measures  taken  by 
the  prospective  contractor  that  result  in 
productivity  improvements  and  (ii)  other 
cost-reduction  accomplishments  that 
will  benefit  the  Government  in  follow-on 
contracts. 

(6)  Independent  development.  Under 
this  factor,  the  contractor  may  be 
provided  additional  profit  opportunities 
in  recognition  of  independent 
development  efforts  relevant  to  the 
contract  end  item,  including 
manufacturing  or  engineering  processes, 
specialized  or  unique  services,  or  other 
technologies.  The  contracting  officer 
should  consider  the  extent  of  the 
Government’s  contribution  to  the 
contractor’s  independent  research  and 
development  program  during  the 
contractor  fiscal  years  in  which  the 
applicable  development  was  taking 
place. 

(b)  Additional  factors.  In  order  to 
foster  achievement  of  program 
objectives,  each  agency  may  include 
additional  factors  in  its  structured 
approach  or  take  them  into  account  in 
the  profit  analysis  of  individual  contract 
actions. 

Appendix  B — ^Facilities  Capital  Cost-of- 
Money  Cost  Principle  for  Contracts  With 
Commercial  Organizations 

1.  General 

(a)  Facilities  capital  cost  of  money  is 
an  imputed  cost  determined  by  applying 
a  cost-of-money  rate  to  facilities  capital 
employed  in  contract  performance.  A 
cost-of-money  rate  is  uniformly  imputed 
to  ail  contractors  (see  paragraph  (b) 
below).  Capital  employed  is  determined 
without  regard  to  whether  its  source  is 
equity  or  borrowed  capital.  The 
resulting  cost  of  money  is  not  a  form  of 
interest  on  borrowings. 

(B)  Cost  Accounting  Standard  414 
(Cost  of  Money  as  an  Element  of  the 
Cost  of  Facilities  Capital)  establishes 
criteria  for  measuring  and  allocating,  as 
an  element  of  contract  cost,  the  cost  of 
capital  committed  to  facilities.  Cost-of- 
money  factors  are  developed  on  Form 
CASB-CMF,  broken  down  by  overhead 
pool  at  the  business  unit  using  (1) 
business-unit  facilities  capital  data.  (2) 
overhead  allocation  base  data,  and  (3) 
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the  cost-of-money  rate,  which  is  based 
on  interest  rates  specified  by  the 
Secretary  of  the  Treasury  under  50 
U.S.C.  App.  1215(b)(2). 

2.  Allowability 

(a)  Whether  or  not  the  contract  is 
otherwise  subject  to  the  cost  accounting 
standards,  and  except  as  specified  in 
paragraph  (b)  below,  facilities  capital 
cost  of  money  is  allowable  if — 

(1)  The  contractor’s  capital  investment 
is  measured  and  allocated  in 
accordance  with  Cost  Accounting 
Standard  414; 

(2)  The  contractor  maintains  adequate 
records  to  demonstrate  compliance  with 
this  standard;  and 

(3)  The  estimated  facilities  capital 
cost  of  money  is  specifically  identified 
or  proposed  in  cost  proposals  relating  to 
the  contract  under  which  this  cost  is  to 
be  claimed. 

(b)  Facilities  capital  cost  of  money  is 
not  allowable  in  cost-sharing  contracts 
(see  DAR  3-405.3  or  FPR  1-3.405-3)  or  in 
cost  (no-fee)  contracts  (see  DAR  3-^05.2 
or  FPR  1-3.405-2). 

3.  Accounting 

The  facilities  capital  cost  of  money 
need  not  be  entered  on  the  contractor’s 
books  of  account.  However,  the 
contractor  shall  (a)  make  a 
memorandum  entry  of  the  cost  and  (b) 
maintain,  in  a  manner  that  permits  audit 
and  verification,  all  relevant  schedules, 
cost  data,  and  other  data  necessary  to 
support  the  entry  fully. 

4.  Payment 

Facilities  capital  cost  of  money  that  is 

(a)  allowable  under  Section  2  above  and 

(b)  calculated,  allocated,  and 
documented  in  accordance  with  this 
cost  principle  shell  be  an  “incurred 
cost”  for  reimbursement  purposes  under 
applicable  cost-reimbursement  contracts 
and  for  progress  payment  purposes 
under  fixed-price  contracts. 

Attachment  1:  Interim  Guidance 
Concerning  Application  of  Facilities 
Capital  Cost-of-Money  Cost  Principle. 

Attachment  1  To  Appendix  B — 
Guidance  Concerning  Application  of 
Facilities  Capital  Cost-of-Money  Cost 
Principle 

Set  forth  in  this  appendix  are  the 
NASA  PR  3.1300,  Cost  of  Money  for 
Facilities  Capital  Employed,  and  DD 
Form  1861.  Pending  issuance  of  the 
Federal  Acquisition  Regulation  civil 
agencies  should  find  these  documents 
useful  as  interim  guidance  concerning 
the  application  of  the  Facilities  Capital 
Cost  of  Money  cost  principle. 


Subpart  13 — Cost  of  Money  for  Facilities 
Capital  Employed  > 

3.1300  Cost  of  Facilities  Capital 
Employed. 

3.1300- 2  Definitions,  Measurement 
and  Allocation.  Cost  Accounting 
Standard  (CAS)  No.  414,  “Cost  of  Money 
as  an  Element  of  the  Cost  of  Facilities 
Capital,”  incorporated  in  Appendix  O, 
establishes  criteria  for  the  measurement 
and  allocation  of  the  cost  of  capital 
committed  to  facilities,  as  an  element  of 
contract  cost  for  historical  cost 
determination  purposes.  Important 
features  of  the  CAS  are  its  definitions, 
techniques  for  application,  and  a 
prescribed  Form  CASB-CMF  with 
instructions.  This  Subpart  adopts  the 
techniques  of  CAS  414  as  the  approved 
method  of  measurement  and  allocation 
of  facilities  cost  of  money  to  overhead 
pools  at  the  business  unit  level,  and 
adds  only  such  supplementary 
procedures  as  are  necessary  to  extend 
those  techniques  to  contract  forward 
pricing  and  administration  purposes. 
Therefore,  these  procedures  are 
intended  to  be  completely  compatible 
with,  and  an  extension  of,  the 
definitions,  criteria  and  techniques  of 
CAS  414.  Contractors  who  computerize 
their  financial  data  arc  encouraged  to 
meet  the  requirements  of  both  CAS  414 
and  this  Subpart  from  the  same  data 
bank  and  programs. 

3.1300- 3  Estimating  Business  Unit 
Facilities  Capital  and  Cost  of  Money. 

The  method  of  estimating  the  business 
unit  facilities  capital  and  cost  of  money 
utilizes  the  techniques  of  CAS  414.  Cost 
of  money  factors  (CMF)  by  overhead 
pools  at  the  business  imit  are  developed 
using  Form  CASB-CMF.  Three  elements 
are  required  to  develop  cost  of  money 
factors:  business  unit  facilities  capital 
data,  overhead  allocation  base  data,  and 
the  interest  rate  promulgated  by  the 
Secretary  of  the  Treasury  pursuant  to 
Public  Law  92-41.  These  elements  are 
discussed  below. 

(a)  Business  Unit  Facilities  Capital 
Data.  The  net  book  value  (acquisition 
cost  less  accumulated  depreciation)  is 
used  for  each  cost  accounting  period. 

The  net  book  value  used  is  the  total  of 
(i)  the  net  book  value  of  facilities 
recorded  on  the  accounting  records  of 
the  business  unit,  (ii)  the  capitalized 
value  of  leases  (see  15.205-34  and 
15.205-48),  and  (iii)  the  net  book  value  of 
facilities  at  the  corporate  or  group  level 
that  support  depreciation  charges 
allocated  to  the  business  unit  in 
accordance  with  the  provisions  of  CAS 
403.  Projections  of  facilities  capital  will 
be  supported  by  budget  plans  and/or 
similar  type  documentation  and  the 
estimated  depreciation  will  be  the  same 


as  used  in  projected  overhead  rates. 
Projections  will  accommodate  changes 
in  the  level  of  facilities  net  book  value, 
e.g.,  facilities  additions,  deletions  of 
facilities  by  sale,  abandonjnent  or  other 
disposal,  idle  facilities  (see  15.205-12). 

(b)  Overhead  Allocation  Bases.  The 
base  data  used  to  compute  the  CMF 
must  be  the  same  as  that  used  to 
compute  the  proposed  overhead  rates. 
CMFs  should  be  submitted  and 
evaluated  as  part  of  the  proposal. 

(c)  Interest  Rate.  For  purpose  of 
projection,  the  cost  recent  interest  rate 
promulgated  by  the  Secretary  of  the 
Treasury  will  be  used  as  the  cost  of 
money  rate  in  Column  1  of  Form  CASB- 
CMF.  Where  actual  costs  are  used  in 
definitization  actions,  the  actual 
treasury  rate(s)  applicable  to  the 
periodjs)  of  the  incurred  costs  will  be 
recognized  by  development  of  a 
composite  rate. 

(d)  Determination  of  Final  Cost  of 
Money.  CMFs  estimated  in  accordance 
with  the  above  procedures  are  used  to 
develop  the  facilities  investment  base 
used  in  forward  pricing.  Actual  CMFs 
are  required  when  it  is  necessary  to 
determine  final  allowable  costs  for  cost 
settlement  and/or  repricing  in 
accordance  with  CAS  414  and  15.205-50. 

3.1300- 4  Contract  Facilities  Capital 
Estimates,  (a)  After  the  appropriate 
forms  CASB-GMF  have  been  analyzed 
and  CMFs  have  been  developed,  the 
contracting  officer  is  in  a  position  to 
estimate  the  facilities  capital  cost  of 
money. 

(b)  DD  Form  1861  provides  for  listing 
overhead  pools  and  direct-charging 
service  centers  (if  used)  in  the  same 
structure  they  appear  on  the  contractor’s 
cost  proposal  and  Forms  CASB-CMF. 
The  structure  and  allocation  base  units- 
of-measure  must  be  compatible  on  all 
three  displays.  The  base  for  each 
overhead  pool  must  be  broken  down  by 
year  to  match  each  separate  Form 
CASB-CMF.  Appropriate  contract 
overhead  allocation  base  data  are 
extracted  by  year  from  the  evaluated 
cost  breakdown  or  pre-negotiation  cost 
objective,  and  are  listed  against  each 
separate  Form  CASB-CMF.  Each 
allocation  base  is  multiplied  by  its 
corresponding  cost  of  money  factor  to 
get  the  Facilities  Capital  Cost  of  Money 
estimated  to  be  incurred  each  year.  The 
sum  of  these  products  represents  the 
estimated  Contract  Facilities  Capital 
Cost  of  Money  for  the  year’s  effort. 

Total  contract  facilities  cost  of  money  is 
the  sum  of  the  yearly  amounts. 

3. 1300- 5  Pre-A  ward  Facilities 
Capital  Applications.  Facilities  Capital 
Cost  of  Money  as  determined  above  is 
applied  in  establishing  cost  and  price 
objectives  as  follows. 
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(1)  Cost  Objective.  This  special, 
imputed  cost  of  money  shall  be  used, 
together  with  normal,  booked  costs,  in 
establishing  a  cost  objective  or  the 
target  cost  when  structuring  an  incentive 
type  contract.  Target  costs  thus 
established  at  the  outset,  shall  not  be 
adjusted  as  actual  cost  of  money  rates 
become  available  for  the  periods  during 
which  contract  performance  takes  place. 

(2)  Profit  Objective.  See  3.808-3. 

3. 1300- 6  Post  A  ward  Facilities 
Capital  Applications,  (a)  Interim  Billings 
Based  on  Costs  Incurred.  Contract 
Facilities  Capital  Cost  of  Money  may  be 
included  in  cost  reimbursement  and 
progress  payment  invoices.  The  amount 
that  qualifies  as  cost  incurred  for 
purposes  of  the  “Cost  Reimbursement, 
Fee  and  Payment”  or  “Progress 
Payment”  clause  of  the  contract  is  the 
result  of  multiplying  the  incurred 
portions  of  the  overhead  pool  allocation 
bases  by  the  latest  available  Cost  of 
Money  Factors.  Like  applied  overhead 
at  forecasted  overhead  rates,  such 
computations  are  interim  estimates 
subject  to  adjustment.  As  each  year’s 
data  are  finalized  by  computation  of  the 
actual  Cost  of  Money  Factors  under 
CAS  414  and  15.205-50,  the  new  factors 
should  be  used  to  calculate  contract 
facilities  cost  of  money  for  the  next 
accounting  period. 

(b)  Final  Settlement.  Contract 
facilities  capital  cost  of  money  for  final 
cost  determination  or  repricing  is  based 
on  each  year’s  final  Cost  of  Money 
Factors  determined  under  CAS  414  and 
supported  by  separate  Forms  CASB- 
CMF.  Contract  cost  must  be  separately 
computed  in  a  manner  similar  to  yearly 
final  overhead  rates.  Also  like  overhead 
costs,  the  final  settlement  will  include 
an  adjustment  from  interim  to  final 
contract  cost  of  money.  However, 
estimated  or  target  cost  will  not  be 
adjusted. 

3.1300- 7  Administrative  Procedures. 
(a)  Contractor  submission  of  Forms 
CASB-CMF  will  normally  be  initiated 
under  the  same  circumstances  as 
Forward  Pricing  Rate  Agreements  (see 
3.807-12(b)),  and  evaluated  as 
complementary  documents  and 
procedures.  Separate  Forms  are  required 
for  each  prospective  cost  accounting 
period  during  which  Government 
contract  performance  is  anticipated.  If 
the  contractor  does  not  annually 
negotiate  FPRA’s,  submissions  may 
nevertheless  be  made  annually  or  with 
individual  contract  pricing  proposals,  as 
agreed  to  by  the  contractor  and  the 
cognizant  contract  administration  office. 
The  cognizant  contract  administration 
office  shall,  with  the  assistance  of  the 
cognizant  auditor,  evaluate  the  cost  of 
money  factors,  and  retain  approved 


factors  with  other  negotiated  forward 
pricing  data  and  rates. 

(b)  The  contracting  officer  will 
complete  a  DD  Form  1861  “Contract 
Facilities  Capital  and  Cost  of  Money” 
after  evaluating  the  contractor’s  cost 
proposal  and  determining  his  pre¬ 
negotiation  cost  objective,  but  before 
determining  his  pre-negotiation  profit 
objective.  At  his  option,  a  contracting 
officer  may  request  the  cognizant 
contract  administration  office  to 
complete  the  DD  Form  1861  in 
connection  with  normal  field  pricing 
support  under  3.801-5,  and  include  it  in 
his  field  pricing  support  report  with 
appropriate  evaluation  comments  and 
recommendations. 

(c)  A  final  Form  CASB-CMF  must  be 
submitted  by  the  contractor  under  CAS 
414  as  soon  after  the  end  of  each  cost 
accounting  period  as  possible,  for  the 
purpose  of  final  cost  determinations 
and/or  repricing.  The  submission  should 
accompany  the  contractor’s  proposal  for 
actual  overhead  costs  and  rates,  and  be 
evaluated  as  complementary  documents 
and  procedures. 
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DD  Form  1861.  Coniraci  Facilities  Capital  and  Cost  of  Money 


Footnote ;  Application  liinited  to-DOD's  Manufactur- 
ing  Weighted-Guidelines  Method. 


MSTMUCTIONS  FOM  DD  rOMM 
OONTMACT  ^AClklTlIS  capital  AND  COST  O’  MON^V 


PUN^OSE  THr  of  thii  fonr  n  to  romput#  tht  f»eJ)ti«ft  captt*.  lo  b»  ompio^r^  for  • 

ipoctfic  contfoci  propoio;  An  inurm^diiu  M#r  o  to  compyt#  th«  MtimtteC  f*r>lit*M  eopilA  co»t  of  monf > 
Mitfif  the  FocUitin  COpitA'  Coit  of  Mon^)  Focion  Or««iop^d  on  Fofmii'  CaSB  CVF  T>iu  proctdwrf  t» 
•iioodod  10  b*  fiill>  rompatiblf  viUi  Co»i  Arcowntmc  Sundftrd  414  ’  Co*',  of  Monr)  ii  or  of  ih»  Coit 

•f  Pociiitie»  CoptU-  *’  ond  tiiond  Iboi#  miont  ond  lochniquni  lo  pro»p^t>vt  ponod^  for  forword  pr*rin( 
purpotrt  A5FP  3  1300  ihould  Or  rvferrod  to  for  opplicottlit>  ond  further  eipivio:»or 

lOCNTiFiCATlON  ldent«f>  the  contjorior  butirteu  unit  ond  oddreu  Identif)  the  tpocifir  AFP  or  contrort 
lo  «rh<rh  the  compuUPon  prrtotnt  b>  Fllh  number  Identif)  the  tfUmoved  perfonno«»ce  per»od  of  the  contfor> 

OVf  AHEAD  POOLS  iCOl  1)  List  ol' butinru  unit  o«erheod  pooti  ond  direri<honpnt  Mevice  tupporn  eerier^ 
phuei  ro»b  will  be  oJlocoted  to  thit  rontiofi  1>te  evucture  oiuit  be  eompoiiO^  untr.  the  eontrurto* »  coit 
propot*;  ond  Formiui  CASA  CMF 

COST  ACCOtiNTiNC  PEAlOD  ICOL  7)  Thu  column  ii  uied  only  for  the  peo;eri#d"  method  of  ettimitmf 
cwrimcf  fociliijn  copiul  employed  end  reti  of  morte)  Com  Overheed  foo!  Iitted  mutt  be  further  brohe*- 
Povn  b>  eoch  Coci  Acrouniint  Period  imperied  h>  th»  Performance  Period  of  the  contract  The  year  % 
bfealido»n  mutt  altc  corretpond  tc  yearK  overhead  aJ!ocat>or  batei  m  the  contractor »  coit  propou  a^d 
lo  lepariie  Formi  CASB  CMF  for  each  year  luted  If  the  huionca  method  u  uted  the  co(vm<-  tho^iO  Or 
dprored 

CONTAACT  OVFAHEAD  ALLOCATION  BASE  (COL  3*  For  each  Overhead  Poo’  and  Coi’  Arrog-tmc 
Period  lilted  m  ord  the  lame  Contra,  t  Overhead  AJitKation  Bate  amounu  uied  >r  the  pncmc  repcr’  to  der 
the  per  nec9^iat>o'  lOit  oh|ettivr  Suih  amount!  ihouid  he  the  lame  at  thoie  uaed  fo*  hurdenini  contrar; 
•verheaJ  or  anniwnc  lenne  lunnor.  center  u»e  iharfei  The  riaie  unm  of  meatwrr  mut-  aff^e*  »  .’r  thou  used 
on  the  Formui  CaSB  CMF 

FACILITIES  CAOiTAL  COST  Q’  MONEV  FACTOAS  (COL  d*  Carry  for»ard  the  appropruie  et'tmated 
Fa  iLtreb  CaniU' Coi' of  Monev  fa  ton  frerr  the  fom  s-CASBCHf  B^i  neti  un<u  overhead  pooti  and 
itMi  a  ^ouniinf  pef»od«  mult  ar*ni 

facilities  CAPITAL  COST  O’  MONEY  Aa^OUN"!  (COt  5t  The  proc^  •  of  earn  Coniran  Overhead 
Alioca^^oh  Baae  iCo!  3 1  multiplied  ny  it«  related  facitniei  Capita- Coit  o' Mdne>  Factor  iCol  4< 

CONTAACT  facilities  capital  COST  O’ money  (LINE  6i  The  lun- of  Co  5  Thic  reprvirnu  the 
t’onira  f  t  ailorahi#  iharr  of  thi  hm  f^eti  unit  i  eit  imaied  roit  of  money  for  the  coit  accowntmt  rrer ‘Od*  t  • 
lOifkaried  hv  Ih*  i  oniratFperformanie  penod  Therefore  it  repreient>  a  non. on  of  the  total*!'  of  Co:  S  of 
Form  CaSB  fvf 

facilities  CAPITAL  COST  O’  MONE  Y  AATf  (LINE  7l  The  lame  Colt  of  Money  Aau  uted  m  Co>  1 
Of  the  Formiti  CaSB  CMF  Ont>  one  rate  teiK  he  uted  ih  the  faciliirei  cap  uJ  etumaunt  procet!  refardict! 
of  the  lenfih  of  the  contract  performance  penod 

CONTAACT  FACILITIES  CAPITAL  EMPLOYED  (LINE  B;  The  quotient  of  Lme  6  divided  hy  l.me  T 
T>i»  repretenta  the  contract  i  allocable  ahare  of  the  huimeu  unit  i  eit>maied  fac  .liiiei  value  for  tnr  coit 
orrowniinf  penodn'  impacted  b>  the  contract  TTrerefore  it  repreaenu  a  ponior-  of  the  loiai*!*  of 
Col  4  of  Form  CASB  CMF 


(FR  Doc.  38835  Filed  12-12-80:  8:45  am) 
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Establishment  of  Procurement  Data 
Reporting  Requirements  to  Comply 
With  Pubiic  Law  96>39, 

agency:  Office  of  Federal  Procurement 
Policy,  Office  of  Management  and 
Budget.. 

ACTION:  OFPP  Policy  Letter. 

SUMMARY:  OFPP  Policy  Letter  80-8, 
estabilshes  procurement  data  reporting 
requirements  to  be  incorporated  in  the 
Defense  Acquisition  Regulation  (DAR), 
the  Federal  Procurement  Regulations 
(FPR),  the  National  Areonautics  and 
Space  Administration  Procurement 
Regulation  (NASAPR)  and  appropriate 
agency  directives. 

This  Policy  Letter  establishes 
procedures  for  agency  compliance  with 
the  data  reporting  provisions  of  the 
international  Agreement  on  Government 
Procurement.  Public  Law  96-39,  the 
Trade  Agreements  Act  of  1979, 
committed  the  United  States  to  the 
terms  of  the  Agreement.  To  provide  a 
basis  for  evaluating  its  operation,  the 
Agreement  requires  that  participating 
countries  collect  certain  data  regarding 
procurement  actions.  The  unique 
aspects  of  these  requirements  are: 

— That  they  involve  both  appropriated 
and  nonappropriated  funds; 

— That  the  dollar  threshold  for 
collecting  detailed  information  about 
individual  contracts  is  $175,000; 

— ^That  each  sole  cource  contract  in 
excess  of  $175,000  must  be  tied  to  one  of 
the  exceptions  to  the  use  of  competitive 
procedures  specified  in  the  Agreement, 

To  ensure  uniform  reporting  of  the 
needed  data,  the  Policy  Letter  requires 
affected  agencies  to  prepare  two  brief 
consolidated  reports  on  a  quarterly 
basis.  A  Standard  Form  279A,  the 
“Individual  Contract  Report  for 
Contracts  Exceeding  $175,000  for  the 
Purchase  of  Supplies  and  Equipment”, 
has  been  developed  for  use  in 
procurement  offices  to  facilitate 
agencies’  collection  of  data  needed  for 
one  of  the  quarterly  reports. 

The  Policy  Letter  will  not  affect  state 
or  local  governments  or  the  private 
sector. 

DATE:  The  reporting  requirements 
established  in  the  Policy  Letter  will  be 
effective  January  1, 1981,  in  accordance 
with  Pub.  L.  96-39. 

FOR  FURTHER  INFORMATION  CONTACT: 

William  J.  Maraist,  Assistant 


Administrator  for  Regulations,  (202)  395- 
3300. 

Karen  Hastie  Williams, 

Administrator. 

December  11, 1980. 

OFPP  Policy  Letter  80-6 
To  the  Heads  of  Executive  Departments 
and  Establishments 
Subject:  Establishment  of  Pocurement 
Data  reporting  requirements  to 
Comply  with  Public  Law  96-39 

Government  procurement  policy 
should  be  uniform  and  consistent  in 
application.  This  Policy  Letter  provides 
the  uniform  policy  for  the 
implementation  of  section  2  of  Public 
Law  96-39,  which  formally  committed 
the  United  States  to  implementing  the 
international  Agreement  on  Government 
Procurement.  The  Defense  Acquisition 
Regulation  (DAR),  the  Federal 
Procurement  Regulations  (FPR),  and  the 
National  Aeronautics  and  Space 
Administration  Procurement  (NASAPR) 
shall  be  amended  to  conform  to  this 
policy. 

The  Agreement  on  Government 
Procurement  imposes  procurement  data 
reporting  requirements  on  the  federal 
government  agencies  listed  in  enclosure 
1.  The  procurement  data,  described 
below,  will  be  collected  for  ultimate  use 
by  all  pcirties  to  the  Agreement  in 
evaluating  the  operation  of  the 
Agreement  and  considering  the 
furtherance  of  its  objectives. 

The  data  requirements  are: 

1.  The  total  dollars  obligated  by 
contracts  for  goods  purchased  by 
agencies  covered  by  the  agreement 
using  either  appropriated  or 
nonappropriated  funds. 

2.  'The  total  number  of  and  dollars 
obligated  by  individual  contracts  over 
$175,000  for  goods  purchased  by 
agencies  covered  by  the  agreement 
through  solicitation  of  a  single  source. 
The  justification  for  each  sole  source 
contract  must  be  tied  to  one  of  the 
excetpions  to  the  use  of  competitive 
procedures  specifically  described  in  the 
international  Agreement  on  Government 
Procurement, 

4.  The  total  number  of  and  dollars 
obligated  by  individual  contracts  over 
$175,000  for  goods  purchased  by  covered 
agencies  under  small  business  set  asides 
and  special  "8(a)"  procedures.  (This 
data  must  be  available  by  FSC.) 

The  Federal  Procurement  Data  System 
(FPDS)  Policy  Advisory  Board 
unanimously  recommended  that  these 
statutory  data  elements  be  collected  by 
the  Federal  Procurement  Data  Center 
(FPDC)  as  precribed  in  this  Policy  Letter, 

The  “Letter  Report  of  Total 
Procurement  of  Supplies  and 
Equipment”,  described  in  enclosure  2, 


“Reporting  Instructions”,  shall  be 
submitted  by  covered  agencies  in 
reporting  the  total  dollars  obligated  by 
all  contracts,  regardless  of  their 
individual  dollar  amounts,  for  goods 
purchased  with  either  appropriated  or 
nonappropriated  funds.  This  report  has 
been  cleared  in  accordance  with  Federal 
Property  Management  Regulation 
(FPMR)  101-11.11  and  assigned 
interagency  report  control  number  0260- 
GSA-QU. 

The  “Individual  Contract  Report  for 
Contracts  Exceeding  $175,000  for  the 
Purchase  of  Supplies  and  equipment” 
(Standard  Form  279A)  shall  be  used 
whenever  a  covered  agency  awards  a 
contract  exceeding  $175,000  for  the 
purchase  of  supplies  or  equipment.  Each 
covered  agency  is  responsible  for 
accumulating  ^is  data  and  providing  a 
consolidated  quarterly  report  to  the 
FPDC  in  accordance  with  the 
instructions  in  enclosure  2.  This  report 
has  also  been  cleared  in  accordance 
with  FPMR  101-11.11  and  assigned 
interagency  report  control  number  0261- 
GSA-QU.  The  content  of  the  SF  279A  is 
presented  i  rough  form  as  enclosure  3  for 
information.  A  printed  version  of  the 
form  will  be  available  in  early 
December.  The  FPDC  will  oversee  its 
distribution  to  agencies. 

These  reporting  requirements  are 
effective  January  1, 1981  as  required  by 
P.L.  96-39.  Therefore,  covered  agencies 
must  ensure  that  appropriate  procedures 
and  copies  of  the  Standard  Form  279A 
are  available  for  use  in  purchasing  and 
contracting  offices  by  that  date. 

Compbance  with  this  Policy  Letter 
will  be  considered  complete  when  its 
requirements  are  reflected  in  the  DAR, 
the  FPR,  the  NASAPR,  and  appropriate 
agency  directives.  A  copy  of  each 
implementing  regulation  or  directive 
should  be  sent,  when  issued,  to:  Mr. 
William  J.  Maraist,  Assistant 
Administrator  for  Regulations.  Office  of 
Federal  Procurement  Policy,  Office  of 
Management  and  Budget,  726  Jackson 
Place,  N.W.,  Washington,  D.C.  20503. 

Concurrence:  This  Policy  Letter  has  been 
concurred  in  by  the  Director  of  OMB. 

Karen  Hastie  Williams, 

Administrator. 

Enclosures: 

Enclosures!:  List  of  Agencies 
Required  to  Report  Data  in  Accordance 
with  Pub.  L.  96-39  (Trade  Agreements 
Act  of  1979) 

Enclosures2:  Reporting  Instructions 

Enclosures3:  SF  279A 

List  of  Agencies  Required  to  Report  Data  In 
Accordance  with  Public  Law  96-39  (Trade 
Agreements  Act  of  1979) 

1.  ACTION 
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2.  Administrative  Conference  of  the  Unied 
States 

3.  American  Battle  Mouments  Commission 

4.  Board  for  International  Broadcasting 
«5.  Civil  Aeronautics  Board 

6.  Commission  on  Civil  Rights 

7.  Commodity  Futures  Trading  Commission 

8.  Community  Services  Administration 

9.  Consumer  Product  Safety  Commission 
Department  of — 

10.  Agriculture 

11.  Commerce 

12.  Defense 

13.  Education 

14.  Health  and  Urban  Development 

15.  Housing  and  Urban  Development 

16.  Interior 

17.  Justice 

18.  Labor 

19.  State 

20.  Treasury 

21.  Environmental  Protection  Agency 

22.  Equal  Employment  Opportunity 
Commission 

23.  Executive  Office  of  the  President 

24.  Export-Import  Bank  of  the  United  States 

25.  Farm  Credit  Administration 

26.  Federal  Communications  Commission 

27.  Federal  Deposit  Insurance  Corporation 

28.  Federal  Home  Loan  Bank  Board 

29.  Federal  Maritime  Commission 

30.  Federal  Mediation  and  Conciliation 
Service 

31.  Federal  Trade  Commission 

32.  General  Services  Administration 

33.  Indian  Claims  Commission 

34.  Inter-State  Commerce  Commission 

35.  Merit  Systems  Protection  Board 

36.  National  Aeronautics  and  Space 
Administration 

37.  National  Credit  Union  Administration 

38.  National  Labor  Relations  Board 

39.  National  Mediation  Board 

40.  National  Science  Foundation 

41.  National  Transportation  Safety  Board 

42.  Nuclear  Regulatory  Commission 

43.  Office  Personnel  Management 

44.  Overseas  Private  Investment 
Corporation 

45.  Panama  Cnal  Company  and  Canal  Zone 
Government 

46.  Railroad  Retirement  Board 

47.  Renegotiation  Board 

48.  Securities  and  Exchange  Commission 

49.  Selective  Service  System 

50.  Smithsonian  Institution 

51.  United  States  Arms  Control  and 
Disarmament  Agency 

52.  United  States  International 
Communication  Agency 

53.  United  States  International  Trade 
Commission 

54.  Veterans  Administration 

a.  The  Agreement  on  Government 
Procurement  does  not  apply  to  procurement 
of  agricultural  products  made  in  furtherance 
of  agricultural  support  programs  or  human 
feeding  programs. 

b.  Excludes  Corps  of  Engineers.  Also,  the 
Agreement  does  not  apply  to  various  types  of 
purchases  by  DOD  (see  the  United  States 
coverage  in  Annex  1  of  the  Agreement  for 
details.) 

c.  Excludes  the  Bureau  of  Reclamation. 

d.  Purchase  by  the  Automated  Data  and 
Telecommunications  Service,  the  National 


Tool  Center,  and  the  Region  9  Office  (San 
Francisco,  California)  are  not  included. 

Reporting  Instructions 

Agency  consolidated  submission  of  data 
collected  on  the  "Individual  Contract  Report 
for  Contracts  Exceeding  $175,000 for  the 
Purchase  of  Supplies  and  Equipment" 
(Standard  Form  279 A). 

A.  Nature  of  Report.  Each  agency  covered 
by  the  Agreement  on  Government 
Procurement  shall  consolidate  all  SF  279A’s 
on  contracts  awarded  during  the  reporting 
period,  and  submit  consolidated  data  directly 
to  the  Federal  Procurement  Data  Center 
(FPDC).  (A  SF  279A  is  to  be  completed  each 
time  a  contract  exceeding  $175,000  is 
awarded  for  the  purchase  of  supplies  or 
equipment  with  either  appropriated  or 
nonappropriated  '  funds.) 

B.  Reporting  Period.  Each  quarter  of  each 


2.  Hard-copy  submissions  shall  consist  of 
one  copy  of  the  SF  279A  for  each  contract 
awarded  awarded  during  the  reporting  period 
F.  Technical  Instructions. 

1.  Agencies  must  use  these  required 
publications  to  submit  data  properly. 

FIPS  PUB  2-1  Recorded  Magnetic  Tape  for 
Information  Interchange  (800  CPI,  NRZI) 
ANS  X3.27-1977  Magnetic  Tape  Labels  and 
File  Structure  for  Information 
Interchange 

FIPS  PUB  14  Hollerith  Punched  Card  Code 
FIPS  PUB  5-1  States  and  Outlying  Areas  of 
the  United  States 

NBS  LC  1067  Codes  for  the  Names  of 
Countries  and  Outlying  Areas  of  the 
United  States 

FPDS  Publications;  Organization  Designation 
Code  Manual  Product  and  Service  Code 

a.  The  Federal  Information  Processing 
Standard  (FIPS)  publications  required  to 
make  data  entry  to  the  Federal  Procurement 
Data  System  should  be  ordered  from  the 
National  Technical  Information  Service.  5285 
Port  Royal.  Springfield,  VA  22161,  telephone 
(703)  557-4763. 

b.  American  National  Standards  Institute 
(ANSI)  and  International  Organization  for 
Standardization  (ISO)  standards  not  covered 
by  FIPS  standards  are  available  from  the 
American  National  Standards  Institute,  Sales 


'  Note  that  purchases  made  with  nonappropriated 
funds  of  supplies  or  equipment  for  resale  should  not 
be  reported.  However,  all  purchases  of  supplies  or 
equipment  for  the  Government's  use  are  to  be 
reported. 


fiscal  year  is  a  reporting  period.  For  any  one 

fiscal  year,  the  reporting  periods  are: 

October  1  through  December  31 

January  1  through  March  31 

April  1  through  June  30 

July  1  through  September  30 

The  first  reporting  period  is  January  1 
through  March  31, 1981. 

C.  Report  Due  Date.  Each  report  is  due  45 
calendar  days  after  the  end  of  the  reporting 
period  it  represents.  The  first  report  is  due 
May  15, 1981. 

D.  Negative  Reports.  Negative  reports  are 
required  in  the  form  of  a  letter  from  the 
responsible  agency  official  to  the  FPDC 
whenever  a  covered  agency  did  not  award 
any  contracts  meeting  the  reporting  criteria 
during  a  reporting  period. 

E.  Report  Format.  1.  For  submissions  on 
magnetic  tape  or  punched  card,  this  format 
shall  be  used. 


Department,  1430  Broadway,  New  York,  NY 
10018,  telephone  (2l2)  354-3300. 

c.  Information  concerning  cited  FIPS,  ANSI, 
ISO  and  NBS  standards  may  be  obtained 
from  the  National  Bureau  of  Standards  (NBS. 
office  of  ADP  Standards  Management, 
Washington,  DC  20234,  telephone  (301)  921- 
3157. 

d.  Federal  Procurement  Data  System 
(FPDS)  publications  may  be  obtained  from 
the  General  Services  Administration  (GSA- 
ADTS),  Federal  Procurement  Data  Center, 
1815  N.  Lynn  Street,  Room  320,  Arlington,  VA 
22209. 

2.  Hard  Copy.  Agencies  with  large  volumes 
of  individual  reports  are  urged  to  submit  data 
on  computer  magnetic  tape  or  punched  card. 
However,  agencies  with  small  volumes  may 
submit  hard  copy  reports. 

3.  Computer  Magnetic  Tape.  9  track,  800 
CPl/1600  CPI,  EBCDIC  or  ASCII,  odd  parity, 
block  factor  of  10  are  applicable.  Tape  reels 
shall  have  an  external  table  identifying  the 
contents  as  Report  of  Contracts  Exceeding 
$175,000  for  the  Purchase  of  Supplies  and 
Equipment  and  the  name  and  mailing  address 
of  the  office  to  which  the  reel  is  to  be 
returned.  Enclosed  with  the  tape  reel  shall  be 
a  summary  showing  the  number  of  records 
and  the  total  dollar  amount  in  the  tape.  Tape 
labels  shall  be  in  accordance  with  ANS 
X3.27-1977.  The  data  records  shall  follow  the 
header  labels  and  tape  mark.  Length  of  each 
data  record  is  37  characters. 

4.  Punched  Card.  FIPS  Pub  14  (Hollerith 
Punched  Card  Code)  applies.  Cards  shall  be 


Item  No. 

Data  element 

Type 

data 

Number 

charac¬ 

ters 

Tape 
posi¬ 
tions  or 
card 
columns 

AN . 

4 

1-4 

AN . 

15 

5-19 

N . 

8 

‘20-27 

thousands  of  dollars). 

4 

Principal  product . 

AN . 

4 

28-31 

b 

Preference  action . 

N 

1 

32 

b 

Reason  for  single  source . 

N 

1 

33 

7 

Country  of  origin  of  foreign  components  of 

A 

2 

34-35 

products  manufactured  in  the  United  States. 

8 

A 

2 

36-37 

_ 

*  Deobligations  must  be  signed  as  negative  in  position  27. 
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securely  wrapped  and  identified  by  agency, 
report  title,  and  period. 

II.  “Letter  Report  of  Total  Procurement  of 
Supplies  and  Equipment”. 

A.  Nature  of  Report.  Each  agency  covered 
by  the  Agreement  on  Government 
Procurement  shall  report  the  total  dollars 
obligated  by  all  contracts  awarded  during  the 
reporting  period,  regardless  of  their 
individual  dollar  amounts,  for  goods 
purchased  with  either  appropriated  or 
nonappropriated  *  funds. 

B.  Reporting  Period.  Each  quarter  of  each 
fiscal  year  is  a  reporting  period.  The  first 
reporting  period  is  lanuary  1  through  March 
31, 1981. 

C.  Report  Due  Date.  Each  report  is  due  45 
calendar  days  after  the  end  of  the  reporting 
period  it  represents.  The  first  report  is  due 
May  15, 1981. 

D.  Negative  Reports.  Every  agency  must 
enter  into  contracts  on  a  continuing  basis  to 
maintain  operating  capabilities.  Therefore, 
every  covered  agency  will  have  something  to 
report. 

E.  Report  Format.  All  reports  shall  be 
submitted  by  letter  to  the  FPDC.  The  required 
data  shall  be  presented  as  follows; 

For  the  period - through - , 

198  , 

Total  Dollars  Obligated: 


^Note  that  purchases  made  with  nonappropriated 
funds  of  supplies  or  equipment  for  resale  should  not 
be  reported.  However,  all  purchases  of  supplies  or 
equipment  for  the  Government's  use  are  to  be 
reported. 
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FPDS-INDIVIDUAL  CONTRACT  REPORT  FOR  CONTRACTS  EXCEEDING 
$175,000  FOR  THE  PURCHASE  OF  SUPPLIES  AND  EQUIPMENT 
_ (Both  appropriated  and  nonappropriated  funds) _ 


WTA  CLEftrST 


CODIHC  IWSTAUCTIONS 


1.  Reporting  Agency 


□ 

1 

P 

I 

cd 

in 

2.  Contract  Number 


T 

TTTT 

~ 

□ 

3lE 

TTTIT 

ti 

li 

11 

Hj 

3.  Total  Dollara  Obligated 
or  Dcobligated  (in 
thousanda  of  dollara) 


□ 

P 

PP 

n 

n 

□ 

iTSl 

HJ 

22 

TTTTTi 

22 

[7^ 

LO] 

l.a.  Type  of  Obligation 

u 


4.  Principal  Product 


P 

U 

HI 

21 

32 

[2D 

S.  Preference  Action 


32 


Reason  for  Single  Source 


7.  Country  of  Origin  of 
Foreign  Components  of 
Products  Manufactured 
in  the  United  States 


tZ] 

1.  Country  of  Origin  of 
Xagwrted  Product 


□ 

u 

DE 

1.  Enter  the  appropriate  cede  froa  the  Federal  Procurener.t 
Data  Syatea  (FPOS)  Organisation  Designation  Code 
Manual. 

3.  Enter  the  contract  nunber,  placing  the  first  letter  or 
digit  in  the  box  numbered  *S*.  Xf  the  contract  nusher 
docs  net  fill  all  available  boxes,  leave  the  unneces¬ 
sary  boxes  blank.  Do  not  include  any  dashes  or  blank 
spaces  trhich  may  ordinarily  appear  in  the  contract 
Dumber.  For  exaeple.  a  contract  nianber  N00023-IO-C-1334 
should  be  entered  as  M00033t0C1214«  leaving  boxes  18 
and  19  blank, 

3.  Enter  the  appropriate  number,  representing  thousands  of 
dollars,  so  that  the  last  digit  is  in  the  box  numbered 
*27*.  Do  not  use  any  eoasnas  or  other  punctuation  marks 
in  the  dollar  amount  entered.  Xf  any  of  the  boxes  on  the 
left  are  unnecessary,  enter  seros  in  them.  For  exam¬ 
ple,  an  award  of  $930,135  should  be  entered  as  0000095C. 

3.  a.  Enter  a  *1*  if  the  action  obligated  dollars;  enter  a  *2* 

if  the  action  deobligated  dollars. 

4.  Enter  the  appropriate  code  froa  the  FPDS  Product  and 
Service  Codes  Manual,  Section  1,  Part  C.  Supplies  and 
Equipaent. 

5.  Determine  whether  the  procurement  involved  the  use  of  an^ 
preference  prograa(s) ,  and  enter  the  appropriate  code 
froa  the  following  list: 

Code  Preference  Action 

1  Saall  business  (SB) 

set-aside 

3  X,abor  Surplus  Area 

(LSA)  set-aside 

3  •  Combined  X.SA/6B  set- 

aside 

4  Award  to  s  disadvantaged 
S(a)  firm  through  the 
Small  Business  Aditinis- 
tration 

5  Other  preference 

t  None  of  the  above  * 

$.  Reason  for  Single  Source:  (These  phrases  Identify 
specific  exceptions  to  the  use  of  competitive  pro¬ 
cedures  in  the  international  trade  agreement  on 
government  procurement.  Read  the  full  description 
of  each  on  the  back  of  this  form  before  assigning 
a  code . ) 

Code  Reason  for  Single  Source 

1  Mot  applicable  (i.e.,  co:^>etitive) 

3  No  Other  Offers  Received  or 

Acceptable 

3  Exclusive  Rights 

4  Extreme  Urgency 

5  Standardisstion/Xnterchange- 
ability 

$  Prototype  or  First  Product 

7.  Xf  the  product  is  manufactured  in  the  U.S.  and  SOt 
or  more  of  the  cost  of  all  its  components  is  for 
foreign  components,  enter  the  code  from  NB5-LC-3067 
of  the  country  providing  the  grestest  part  of  the 
foreign  components.  Xn  all  other  cases,  leave 
these  boxes  blaiUi. 

S.  Xf  the  product  is  imported  from  a  foreign  country, 
enter  the  code  from  NBS-LC-1067  of  the  country  of 
origin  of  the  imported  product.  Xf  the  product  it 
not  imported,  leave  these  boxes  blank. 


Contracting  Officer  or  Representative 


Telephone  No. 


Date 


Submitted 
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Notice:  Coding  sources  and  instructions  are 
consistent  with  those  used  in  the  reporting 
manual  of  the  Federal  procurement  data 
system.  Current  editions  of  the  manual  are 
available  from:  General  Services 
Administration  (GSA-ADTS),  Federal 
Procurement  Data  Center,  1815  N.  Lynn  St., 
Room  320,  Arlington,  VA  22209. 

Instructions  for  Data  Element  6: 

If  competition  was  not  obtained  in  the 
process  leading  to  award  of  the  contract,  you 
must  indicate  the  reason  by  entering  in 
coding  Box  33  (on  the  front  of  the  form]  the 
number  of  the  item  below  that  best  describes 
the  circumstances. 

1.  Not  applicable.  The  procurement  was 
competitive. 

2.  No  Other  Offers  Received  or  Acceptable. 
There  were  no  offers  in  response  to  a 
competitive  solicitation,  or  the  offers 
submitted  were  either  collusive  or  did  not 
conform  to  the  essential  requirements  in  the 
solicitation  or  were  from  suppliers  who  did 
not  comply  with  the  solicitation’s  conditions 
for  participation  in  the  procurement.  The 
requirements  of  the  initial  solicitation  are  not 
substantially  modified  in  the  contract  as 
awarded. 

2.  Exclusive  Rights.  For  works  of  art  or  for 
reasons  connected  with  protection  of 
exclusive  rights,  such  as  patents  or 
copyrights,  the  products  can  be  supplied  only 
by  a  particular  supplier  and  no  reasonable 
alternative  or  substitute  exists. 

4.  Extreme  Urgency.  For  reasons  of 
extreme  urgency  brought  about  by  events 
unforeseeable  by  the  agency,  the  products 
could  not  be  obtained  in  time  by  means  of 
competitive  procedures. 

5.  Standardization/Interchangeability.  The 
contract  is  for  additional  deliveries  by  the 
original  supplier  which  are  intended  either  as 
replacement  parts  for  existing  supplies  or 
installations,  or  as  the  extension  of  existing 
supplies  or  installations  where  a  change  of 
supplier  would  compel  the  agency  to 
purchase  equipment  not  meeting 
requirements  of  interchangeability  with 
already  existing  equipment. 

8.  Prototpye  or  First  Product — Part  of 
Larger  Effort.  The  agency  is  purchasing  a 
prototype  or  a  first  product  which  is 
developed  at  the  agency’s  request  in  the 
course  of,  and  for  a  particular  contract  for 
research,  experiment,  study,  or  original 
development. 
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